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TAGS: OPIC MU US 

SUBJECT: REVIEW OF OMAN'S OPIC ELIGIBILITY 

1 . WE ARE CONCERNED BY POSSIBILITY THAT OMAN MAY BE DROPPED 
FROM LIST OF COUNTRIES ELIGIBLE FOR OPIC INSURANCE. THE OMANI 
GOVERNMENT MIGHT WELL BE ANNOYED IF WE NULLIFIED OUR CURRENT 
OPIC AGREEMENT WITH OMAN AFTER SEVERAL YEARS OF USG 
INITIATIVE TO OBTAIN IT IN THE FIRST PLACE. WHAT IS WORSE, 
ELIMINATING OPIC COVERAGE WILL SURELY INHIBIT AMERICAN BUSI 
NESS INVOLVEMENT HERE AT A TIME WHEN MAJOR PROJECTS ARE AGAIN 
MOVING FROM THE PLANNING STAGE AFTER PERIOD OF RELATIVE IN- 
ACTION. WE URGE THAT ONGOING REVIEW OF OPIC OPERATIONS REAFFIRM 
THE NEED TO HAVE OPIC INSURANCE IN OMAN. 

2. PERHAPS PROPOSAL TO ELIMINATE OMAN'S OPIC ELIGIBILITY IS 
BASED ON SEVERAL FAULTY ASSUMPTIONS. FIRST, OMAN IS ESSEN- 
TIALLY A VASTLY UNDER-DEVELOPED RATHER THAN AN OIL-RICH 
COUNTRY. IT IS DEPENDENT ON CONTINUED LARGE INFUSIONS OF 
EXTERNAL CAPITAL FROM SAUDI ARABIA AND OTHER ARAB NEIGHBORS. 
THE OMANI GOVERNMENT SEES SUBSTANTIAL FOREIGN PRIVATE INVEST- 
MENT AS ESSENTIAL TO THE COUNTRY'S FUTURE DEVELOPMENT. SEC- 
ONDLY, OMAN'S ECONOMY IS NOT BOOMING IN COMPARISON TO 
OTHER GULF STATES AND AMERICAN FIRMS ARE UNDERSTANDABLY 
WARY OF MAKING SUBSTANTIAL CAPITAL INVESTMENT. FIRMS ARE 
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NOT ALTOGETHER CERTAIN THAT OMANGOV'S RECEPTIVITY TOWARD 
FOREIGN INVESTMENT WILL LAST FOREVER AND PROLONGED DELAY IN 
OMANGOV PAYMENTS TO FOREIGN CONTRACTORS HAS LED TO SIGNIFI- 
CANT CASH FLOW PROBLEMS FOR SOME FOREIGN FIRMS. PINLESS 
AMERICAN COMPANIES ARE BACKED BY USG INSURANCE. THEY 
WILL BE RELUCTANT TO COMMIT MUCH CAPITAL IN SMALL AND UNFAM- 
ILIAR COUNTRY THAT RECENTLY EMERGED FROM LONG GUERILLA WJR. 
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3. THE ONLY AMERICAN FIRM NOW DOING A MAJOR CONSTRUCTION 
JOB IN OMAN, GROVE INTERNATIONAL, IS INSURED FOR $10 MILLION. 
GROVE EXECUTIVES HAVE TOLD ON MANY OCCASIONS OF THEIR 
VITAL CONCERN TO OBTAIN OPIC COVERAGE AND WERE VISIBLY RE- 
LIEVED BY THE FORMAL SIGNING OF OPIC AGREEMENT IN SEPTEMBER 
1976. GROVE'S PROJECT MANAGER FOR OMAN HAS STATED THAT THE 
COMPANY WOULD IN NO WAY DO BUSINESS IN OMAN WITHOUT ADEQUATE 
OPIC COVERAGE FOR ITS EQUIPMENT. WE DOUBT THAT ANY MAJOR 
AMERICAN CONSTRUCTION FIRM WOULD BE WILLING TO UNDERTAKE 

AN OMANI PROJECT WITHOUT OPIC COVERAGE AND IF OMAN IS 
DROPPED FROM THE LIST U.S. FIRMS WILL PROBABLY MISS THE 
OPPORTUNITIES FOR COPPER. CEMENT, AND OTHER INDUSTRIAL 
CONSTRUCTION. WITHOUT OPIC INSURANCE THE ONLY AMERICAN 
COMMERCIAL PRESENCE HERE WILL BE A FEW SERVICE FIRMS IN 
FIELDS SUCH AS BANKING ACCOUNTING AND AIR TRANSPORT. 

4. WE BELIEVE IT IS SHORT-SIGHTED POLICY TO DIRECT OPIC 
COVERAGE ALMOST EXCLUSIVELY TO THE POORER LDCS. WITHOUT 
OPIC COVERAGE OMAN IS AN UNATTRACTIVE INVESTMENT; WITH SUCH 
COVERAGE OMAN PRESENTS A REASONABLE RISK FOR AN AMERICAN FIRM 
AND PROMISES A DECENT RETURN ON INVESTMENT. IN LIGHT OF 
DEPARTMENT 

STATEMENTS ON THE PARTICULARLY USEFUL ROLE OF 
OPIC IN FACILITATING PRIVATE AMERICAN INVESTMENT IN COOPER- 
ATING DEVELOPING COUNTRIES, WE URGE WASHINGTON REFRAIN 
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FROM INCLUDING OMAN IN THE OVERALL PRUNING OF OPIC. 

WOLLE 
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